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U. S. Departnent of Justice
Federal Bureau of Prisons

OPl: FP

Program S TR
Statement

1. PURPCSE AND SCOPE. To provide procedures for accounting and
control of both capitalized and non-capitalized machi nery and
equi pnrent mai ntai ned at Federal Prison Industries (FPI) field

| ocations and the Central Ofi ce.

Machi nery and equi prent (M&E) i ncludes those tangible itens used
in or in support of the production process. Wen an itemis
‘capitalized,’” it is classified as an asset on the bal ance sheet
with the cost allocated against future revenue in a way that
attenpts to reflect the value received fromusing that asset.

An itemmay be capitalized if the acquisition cost and the period
of the itemi s useful ness are significant. Unless otherw se

specified, the term‘ Machinery and Equi pment,’ when cited in this
Program Statenent, refers to capitalized machi nery and equi pnent.

2. SUWARY OF CHANGES. The nore significant revisions to this
directive are:

I Procedures have been nodified to reflect FPI’'s
i npl enmentation of MIlennium its Enterprise Resource
Pl anni ng (ERP) system

Procedures have been added for recording and classifying a
fi xed asset acquired through a capital |ease;

Criteria for capitalizing internal use software has been
added;
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Field | ocations are now required to maintain a | ocation
identifier on the Master Asset record for Machinery within
t he Pl ant;

Machinery repairs and rehabilitation costs are now
capitalized by charging the costs directly to the asset;

Machi nery and Equi pment transfers between factories and
within a factory have been nodifi ed.

3. PROGRAM OBJECTI VES. The expected results of this program
ar e:

a. Strict accountability of capitalized machinery and
equi pnent and sensitive equipment will be maintained at all FP
| ocati ons.

b. Machinery and equi pnment wll be classified and val ued on
the financial statenments of the Corporation in accordance with
general ly accepted accounting principles and with the Federal

Accounting Standards Advi sory Board’s (FASAB) Federal Financi al
Accounti ng Standards.

4. DI RECTI VES AFFECTED
a. Directives Rescinded
PS 8563. 06 Machi nery and Equi prent (6/11/99)
OM 056- 00 (8563) Machi nery and Equi prrent (10/ 10/ 00)

b. Directives Referenced

PS 8562. 01 Di sposition of Personal Property and FPI Form
30, Report of Survey (1/18/00)

PS 8563. 05 Depreci ation of Fixed Assets - FPI (3/19/99)

DQJ 2400. 3 Justice Property Managenment Regul ations
(8/6/98)

SFFAS No 6 Accounting for Property, Plant, and Equi pnent
June 1996

SFFAS No 10 Accounting for Internal Use Software
June 1998

41 CFR 101-42 thru 46

5. STANDARDS REFERENCED. None
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6. CAPI TALI ZATI ON CRI TERI A

a. ME. Any MRE acquired that has an initial investnent of
$5,000 or nore (including transportation and installation |ess
the di scount offered) and that has a useful |ife of five or nore
years is to be capitalized. Additionally, this M&E nust be
intended for FPI’s use and cannot be intended for sale in the
ordi nary course of operations.

! Such M&E is to be depreciated using a systematic
al l ocation of expenses as outlined in the Program
St atenent on Depreciation of Fixed Assets - FPI

Purchases of |ess than $5,000 per unit, or itens having
a life expectancy of |less than five years, regardl ess
of unit cost, are to be charged to the appropriate
expense.

In sone cases, good judgnent is required to determ ne whet her
an acquisition is to be recorded as M&E, or as Building and
| mprovenents (B& ). Generally, this type of equipnent will be
classified as MBE if it neets the following criteria:

t he equi pnent is noveabl e;

its removal will not damage the structure of the
bui | di ng;

t he equi pnment can be used in different centers; and
t he equi pnent is considered to have an i ndependent
life.

I n nost cases, shelving in a warehouse or factory and dust
collection systens, are to be classified as M&E

b. Donated M&E. ME acquired at nom nal cost or wthout
exchange of funds, and having an apprai sed value (as determ ned
by a Board of Survey) of $10,000 or nore, is to be capitalized.

c. Special Equipnent. Cenerally, whenever a special tool,
die, jig, or other equipnment is purchased or manufactured for a
special job or contract, that equipnent’s cost is to be charged
to that job.

However, if it is definite that such equipnent will be used on
future contracts or other production, and the equi pnment neets FP
capitalization criteria, that equipnment is to be capitalized and
depreci ated over its useful life.
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d. ME Enhancenents. Machinery repair costs nmay be either
charged to expense or capitalized dependi ng upon the nature of
the repair.

. Repairs are consi dered nmai nt enance expenditures and are
charged to expense in the period incurred when they
sinply preserve the asset’s existing service potenti al.

. A mai nt enance expenditure neither increases nor
decreases the asset’s val ue.

. Low cost, mnor repair expenditures are usually
requi red throughout an asset’s life to keep it in an
efficient operating condition.

. Repairs are consi dered enhancenents and are capitalized
when they are material in amount ($5,000 or nore) and
they increase significantly the asset’s existing
service potential by increasing the useful life or the
asset’s earning capacity.

e. |ldle Equipnent. Equipnment that has either been idle or is
expected to be idle for a period of 90 days or |onger mnust be
classified as idle.

Depreci ation nmust continue on idle equipnment unless it has been
removed fromthe M&E account for disposal, retirenent, or renova
fromservice. Extended idleness indicates that the equipnment may
be excess or obsolete, and such equipnent is to be evaluated for
possi bl e di sposal action.

f. Internal Use Software. Internal use software is software
that is purchased fromcomercial vendors ‘off-the-shelf,’
internally devel oped, or contractor-devel oped solely to neet
internal or operational needs. Software includes the application
and operating system prograns, procedures, rules, and any
associ ated docunentation pertaining to operating a conputer
system or program

Internal use software is to be capitalized in accord with
Departnent of Justice guidance as outlined in the Justice
Property Managenent Regul ations and related directives. Criteria
for capitalization of internal use software is significantly
hi gher than for ME

. Internal use software is to be capitalized when the
software has an estimated useful life of two years or
nmore; is not intended for sale in the ordinary course
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of operations; and is intended to be used or avail able
for FPI’'s use.

. The dollar threshold for capitalizing internal use
sof tware or enhancenents to that software is $500, 000
or nore.

The FPI Controller may adopt a materiality approach in applying
an alternate dollar capitalization threshold bel ow the DQJ
threshold. 1In doing so, the FPI Controller nust notify the
Director, Finance Staff, Justice Managenent Division in witing,
of variances fromthe $500, 000 threshold. Notification will:

e identify the category of software for which the exception
pertains;

» provide clear and concise justification for the threshold
vari ance; and

e identify the fiscal year in which the threshold will be
i npl enent ed.

g. ME Acquired Through a Lease Agreenent. Fixed assets may
be acquired under a | ease agreenent. \Wen this occurs, a
determ nation nust be nade whether the lease is a sinple rental
agreenent (and the periodic paynents charged to expense) or a
purchase of a capital asset. A lease is to be considered a
purchase of M&E and capitalized when it neets one or nore of the
followng four criteria:

. The | ease transfers the property’s ownership to FPI by
the end of the | ease term

. The | ease contains an option to purchase the |eased
property at a bargain price.

. The |l ease termis equal to or greater than 75 percent
of the | eased property’s estimted economc life.

Not e: Lease property’s estinated economc life is the
estimated remai ning period during which the
property is expected to be econom cally usable by
one or nore users, with normal repairs and
mai nt enance, for the purpose for which it was
intended at the | ease’s inception, wthout
[imtation by the | ease term

. The present value of rental and other m ninmum | ease
paynents, excluding that portion of the paynents
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representing executory cost, equals or exceeds 90
percent of the | eased property’ s fair val ue.

Not e: The last two criteria do not apply when the
begi nning of the lease termfalls wthin the | ast
25 percent of the | eased property’ s total
estimated economc life.

7. PHYSI CAL CONTROL. The Associ ate Warden/ Superi nt endent of
| ndustries (AWI&E)/ SO ) nust assign responsibility for

equi pnent’s care and preservation to an enpl oyee who does not
have accountability for that equi pnment’s record-keeping.
CGenerally, this individual is the Factory Manager.

The Factory Manager may further delegate responsibility for the
equi pnent to staff equi pnment custodians within the departnents
where the equipnent is |ocated. The nanes and titles of these
individuals are to be forwarded to the Busi ness Manager, who is
then responsible for recording the equi pnent custodian’s nane (or
position) on each individual master asset record.

a. The equipnent’s location is to be noted on the nmaster asset
record by using a location identifier. The first two digits of
this four digit identifier is to contain an al pha character that
identifies the institution (i.e., ‘as’ for Ashland). The |ast
two digits identify a specific area wwthin the Plant and is
defi ned by the Busi ness Manager or his/her designee.

Exanpl e:

01 = factory office

02 = factory mll

03 = factory assenbly
04 = factory finishing
08 = Quality Assurance
09 = Business Ofice
10 = Warehouse

A location identifier of as09 identifies an item of
equi pnent assigned to the Ashl and Busi ness Ofi ce.

. | f desired, the physical |ocation may be further
defined by using the ‘roomi field within the Master
Data tenplate of MIleniums Fixed Assets nodul e.

. Each FPI |l ocation nust maintain a crosswal k t hat
defines the nuneric assigned to each | ocation within
t he Pl ant.
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b. Al accountable property (property noted on the naster
asset record) nust have an accountabl e equi pnent custodian. It
is this person's responsibility to notify the Business Manager of
any change in equipnent’s status as it occurs (transfer of
equi pnent from one departnent to another, equi pnent becones idle,
etc).

8. ACQUI SI TION AND RECEI VI NG When any acquired MBE is
recei ved, the Business Manager and warehouse personnel have the
foll ow ng responsibilities:

a. The Business Manager is responsible for creating the Assets
Shel | and obt ai ni ng the equi prent nunber from M || enni um and
entering the correspondi ng sequential tag nunber into the system

b. The Business Manager is responsible for creating a Request
for Purchase in MIIlenniumfor M&E and entering the assigned
equi prent nunber and correspondi ng sequential tag nunber.

c. Upon receiving M&E, warehouse personnel are to check the
itens agai nst contract specifications for quantity, quality, and
condition and notify the purchasing officer of any discrepancies
in quantity and/or noticeable quality deficiencies.

d. Warehouse personnel are to conplete the receiving
transaction for the M&E and verify the equi pnment’s description,
and notify the Business Manager that the asset has been received.

e. \Warehouse personnel are to identify all ME by securely
attachi ng the equi pnent nunber tag, or otherw se affixing the
equi pnment nunber to the equi pnment.

Not e: When an equi pnent item has distinctive and
separ abl e conponents, those conponents are to be
control |l ed by assigning one equi pnmrent nunber with
mul ti pl e equi pment tag nunbers.

f. \Wien notified that the M&E has been received, the Business
Manager is responsible for updating the fixed assets shell and
entering the serial nunber, equipnment custodi an nane (or
responsi bl e position), and the equi pnent’s |ocation and for
verifying that the equipnent’s description is accurate.

9. ME TRANSFERRED FROM ANOTHER LOCATI ON
a. Wen tw field locations reach an agreenent to transfer

M&E, the receiving location nmust obtain, in witing, approval
fromboth that |ocation’s General /Program Manager and the Product
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Support Center. The receiving location is to forward a copy of
t he approval nenorandumto the sending |ocation.

b. Upon receiving the approval nmenorandum nenti oned above, the
receiving location is to conplete an asset shell that references
the sending | ocation s equi pnent nunber. The receiving |ocation
must al so create and enter a new equi pnment tag (that corresponds
or cross-references wth the new equi pnment nunber).

c. Upon receiving the M&E, warehouse personnel nust conplete a
recei ving nmenorandum and forward it to the Business Manager.

d. Upon getting the receiving nenorandum the Business Manager
is to conplete an asset transfer transaction in the MI | ennium
system

e. The sending institution is to absorb any rel ated shi pping
costs.

10. M&E TRANSFERRED W THI N A LOCATI ON

a. The Factory Manager is responsible for notifying the
Busi ness Manager of transfers of equipnment within the factory
that affect cost centers or accountability (i.e., noving a
machi ne to anot her equi pment custodian’s area of responsibility).

b. The Cost Center Manager or Branch Manager (i.e., Lexington
Custoner Service Center, Accounts Receivable, Product Support
Center, Central Ofice) is responsible for notifying the
respective Busi ness Manager or Financial Mnager of any equi pnent
novenents affecting cost centers or accountability.

c. Upon receiving notification of equipnent noves, the
Busi ness Manager is to update the fixed asset shell for the
change, (i.e., departnent, cost center, equi pnent custodi an).

11. ACCOUNTI NG - MSE, OPERATI NG

a. Warehouse personnel are to record receiving a fixed asset
as a Goods Receipt/Invoice Receipt (GRIR) transaction, thereby
creating a debit to the M&E - Operational account(175100) and a
credit to the Accounts Payable - GR/IR account (232100). Care
must be taken to ensure that the equi pnent nunber in the Assets
Shel |l corresponds to the equi pnment tag nunber recorded in
M Il enni um

b. Al fixed asset shell records are to be separated into the
foll ow ng seven cl assifications:
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C ass Code Descri ption Account
1000 Bui l ding & I nprovenents 173000
2000 Machi nery & Equi pnent 175100
2500 Assets Under Capital Lease 181000

3000 Non- capi talized Equi pnment N A

4000 Assets Under Construction 172000
5000 Donat ed Bé&l 173000
5100 Donat ed Machi nery & Equi prment 175100

c. ldle equipnent is to be tagged as “idle,” and noted on the

Master Assets Record eval uation group

d. Receipt of donated MBE is to be docunented on a Report of

Survey aft

er valuation by an AWI &E)/ SA - appoi nt ed Board of

Survey. The Business Manager is to establish a fixed assets

shell for
approval .

donated property based upon the Report of Survey’s

Upon recei pt of donated property, the accountant is to
debit the asset nunmber. The MII| ennium system debits
the M&E - Operational account (175100) and credits the
Donat ed Property - Current Year account (322000).

The donated MBE is to be depreciated in the sane way as
any ot her asset.

The accountant is to recapture the depreciation
expenses on the donated M&E via a manual journal entry
by debiting the Donated Property - Current Year account
(322000) and crediting the Recapture of Donated
Property account (713000).

Not e: Field | ocations may need to contact the
Fi nanci al Manager in FMB in order to affect
t he 322000 account.

At fiscal year end, the Corporate Accountant in Centra
Ofice is to prepare a manual journal entry
transferring the anmounts in the Donated Property -
Current Year account (322000) to the Donated Property -
Prior Years account (322500).

| f FPI subsequently donates the donated M&E to a

non- FPlI activity, the transaction is to be recorded via
a manual journal entry by debiting the appropriate
Donat ed Property account and the Accumnul at ed
Depreci ati on account (175900) and crediting the M&E -
Oper ati onal account (175100).
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. The accountant is to record acquisition of Donated ME
on the Master Assets Record using the class code 5100.

e. Wenever a piece of equi pnent becones idle, the enpl oyee
responsi bl e for that equipment nust notify the Busi ness Manager
in witing. The Business Manager nust ensure that the eval uation
group is noted as idle in the Fixed Assets Record.

f. A capitalized asset acquired by a | ease, in general, is to
be capitalized at the anmount represented by the present val ue of
the future | ease paynents, including any paynent called for by a
bargai n purchase option; the Capital Lease Liability account
(294000) is to be credited for this anount.

Executory costs such as nai ntenance or profit charged are not
to be included in the capitalized anbunt. As periodic paynents
are made, executory costs and interest are to be charged to
expense and the Capital Lease Liability account is debited.

12.  ACCOUNTI NG - MACHI NERY REPAI RS AND REHABI LI TATI ON COSTS. As
noted in Section 6.d. machinery repair costs nmay be either
charged to expense or capitalized dependi ng upon the nature of
the repair. Low cost repairs that are required to keep equi pnent
in efficient operating condition are considered a current

expense. Normally, the factory mai ntenance crew wll do these
repairs. Any inmate |labor resulting fromthese repairs is to be
charged to indirect |abor.

If the repairs to a piece of equipnent are extraordinary (at

| east $5,000) and naterially prolong the asset’s life, the
accountant is to capitalize these costs by charging themdirectly
to the equi pnent nunber. The Business Manager is to determ ne
the asset’s revised useful life in accord wth procedures
outlined in the Program Statenment on Depreciation of Fixed
Assets. Then, the accountant will adjust the nunber of years to
depreciate the asset in the Fixed Assets Record.

13. ME RETI REMENTS. Equi prent may be retired by sale, trade,
or abandonnent. Cenerally when this occurs, the appropriate ME
account is credited and the correspondi ng Accumul at ed
Depreci ati on account is debited.

Any di sposal of M&E must be in accord with the requirenents and
restrictions concerning the use and di sposal of fixed assets in
41 CFR 101-42 through 46 and the Program Statenent on D sposition
of Personal Property and a Report of Survey (FPI Form 30).
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When an asset is renoved fromthe M&E account in anticipation of
di sposal, retirenent, or renoval from service, depreciation of
that asset is to cease.

a. Sale of MBE. Any related gain or loss fromthe sale of ME
is recognized as either a debit or credit to Gain/Losses on
Di sposition of Assets (721000). The initial entry is perfornmed
in MIllenniumusing the Scrapping transaction and the Di spose
Wt hout Revenue feature.

The Gai n/Losses on Disposition of Assets account mnust be
identified wwth the location’s profit center. Docunentation is
then sent to Centralized Accounts Receivable (CAR) in Lexington
KY, where the buyer is to be invoiced for the sales anmpbunt of the
fixed asset. Upon invoicing the buyer, CARis to credit the
721000 account identifying it wwth the field location’s profit
center.

Exanple: A machine with a capitalized value of $18,000 and
accurul at ed depreciation of $15,000 is sold at
auction for $4,000. The resulting journal entry
recording the asset’s disposition is as foll ows:

Accounting for the Transaction recorded at Field Location:

721000 @ain/Loss on Disposition of Asset 3, 000
(using field location’s profit center)
175900 Accunul ated Depreciation, ME 15, 000
175100 Machi nery & Equi pnent $18, 000
Accounting for the billing transaction perfornmed at CAR
131500 Public Billings 4, 000
721000 @ain/Loss on Disposition of Asset 4, 000

(using field location’s profit center)

The CAR nust performthe transaction using the field |location’s
profit center.

b. Trade-In of M&E. Purchasing a new machi ne may, on occasi on,
involve trading in an old machine. Wen this occurs, a gain or
| oss is recogni zed based on the new nmachine’s fair nmarket val ue.
The theory is that the earnings process for the old machine is
conplete and therefore, a gain or |oss has occurred.
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Exanple: A machine with a capitalized value of $18,000 and
accurrul at ed depreciation of $15,000 is traded on a
new machi ne val ued at $21,000. The vendor gave an
al l omance of $1,000 on the old machine. The |oss
recogni zed is $2, 000.

a d Machi ne $ 18, 000
Less: Accumul at ed Depreci ati on 15, 000
Net Book Val ue 3, 000
Amount owed to vendor ($21,000 - 1, 000) 20, 000
Total Acquisition Cost 23, 000
Less: Fair Market Val ue of New Machi ne 21, 000
Loss on Trade-1In $ 2,000

The resulting journal entries recording the acquisition and
trade-in is as follows:

JOURNAL ENTRY 21

175100 M&E, (New) $ 1,000
175900 Accum Depr, M&E (A d) 15, 000
721000 Losses on Disposition of Assets 2,000
175100 Machinery (A d) $18, 000
175100 M&E ( New) $20, 000
232100 Goods Recei pt/Invoice $20, 000

Receipt (R IR

The sane acquisition, having a trade-in allowance of $4, 000,
woul d i ncur a gain of $1,000.

a d Machi ne $ 18, 000
Less: Accumul at ed Depreci ati on 15, 000
Net Book Val ue 3, 000
Amount owed to vendor ($21,000 - 4, 000) 17,000
Total Acquisition Cost 20, 000
Less: Fair Market Value of New Machi ne 21, 000
Gain on Trade-In $ (1, 000)

The resulting journal entries recording the acquisition and
trade-in are as foll ows:
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JOURNAL ENTRY 21
175100 MEE, (New) $ 4,000
175900 Accum Depr, M&E (A d) 15, 000
175100 Machinery (A d) $18, 000
721000 Gain on Disposition 1, 000
of Assets
175100 M&E ( New) $17, 000
232100 GR/'IR $17, 000

c. Abandonnent of M&E. Abandonnent of MS&E may i ncl ude
machi nery that is donated, abandoned, destroyed, or otherw se
di sposed of at no remuneration to FPI. Then, any remaini ng book
val ue on the equi pnment is charged to the Gain/Loss on D sposition
of Assets account (721000).

14. ALLOMNCE FOR OBSOLETE MBE. On occasion, Central Ofice may
authorize field locations to establish an all owance for obsolete
M&E on hand. Requests to establish the allowance nust be
submtted to the Controller by the location via a Report of

Sur vey.

15. NON CAPI TALI ZED PERSONAL PROPERTY AND SENSI TI VE EQUI PMENT.
Any item which has an acquisition cost, donated val ue, or

apprai sed value of less than $5,000 is classified as
non-capitalized personal property and is charged to expense when
received. No accountability records are required for
non-capitalized itenms unless they are classified in one of the
foll ow ng categori es:

a. Tools and Security Items. Tools and security itens that
nmust be controlled wthin the Correctional Supervisor's office in
an institution nust be controlled as required by the institution
gui del i nes.

b. Sensitive Equipnent. These are itens comonly found at FP
| ocations which the AWI&E)/ SO determ nes to be highly
susceptible to loss or theft, or are considered a security
concern.

The itens may be either owned or leased. At a mininmm the
followng itens are to be considered sensitive:
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VCRs Radi os, two-way
Pager s M crowave Ovens
Caner as Facsim | e Machi nes
Canctorders Body Al arns
Mot or Vehi cl es Cel | ul ar/ Mobi | e Tel ephones
Di ct aphones Phot ocopi ers
Tape Recorders Per sonal Conputers
Ext ernal Modens
This list is not intended to be all-inclusive. Oher itens

may be added at the AWI&E)/ SO 's discretion

Although it is not a requirenment to include conputer peripheral
equi pnent separately (i.e., nonitor, keyboard, or printer) on a
sensitive equipnment list, these itens are to be clearly marked as
UNI COR equi prent .

Not e: Sensitive equipnment is to be maintained within
M || enni um under asset class 3000.

The FPI Controller may waive the requirenent to maintain
sensitive equipnment in MIllennium The AWI&E)/SO is to submt
a menorandum t hrough his or her respective Field Financial
Advisor to the Controller stating the reason why the request is
bei ng made and detailing by what neans the sensitive equi pnent
wi |l be maintained.

c. Machinery and Equi pnent Acquired on Loan. This category
i ncl udes equi pnent | oaned to FPI by any source. The warehouse
person is to tag the equi pnment; however, the markings are not to
be pernmanent.

. Physi cal inventories on such equi pnment are to be
conducted annual ly, unless the | oaning agency requires
nmore frequent inventories.

. The Business Ofice is to maintain all ME acquired on
loan in MIIenniumunder asset class 3000. These itens
are to be assigned an eval uation group designation of
NC (Non-Capitalized Equi pnent).

. Assi gnnent of responsibility for sensitive equi pnent
and M&E acquired on loan is to be the sane as
capitalized equi prnent.

. The Controller nust approve any deviations fromthese
requirenents in witing.
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16. ANNUAL AND | NTERI M PHYSI CAL | NVENTORI ES. Actual physical
counts of MRE are to be taken under the follow ng circunstances.

a. A conplete physical inventory of all ME and sensitive
equi pnent nust be taken annually.

b. Interiminventories are required whenever an enpl oyee
responsible for fixed assets in a particul ar departnent
(equi prent custodian) is transferred fromthat departnment. The
follow ng procedures are to govern the conduct of physical
i nventories:

. The interiminventory is to be taken of the itens for
whi ch the departing enpl oyee was responsi bl e.

. Whenever possible, the new enpl oyee is to conduct the
inventory. However, if he or she has not yet arrived,
the AWI&E)/ SO is to designate sonmeone who has no
responsibility for the equi pnent to take the inventory.

. The Busi ness Manager is to provide the enpl oyee taking
the inventory the list of itens that are to be
inventoried. The list nust contain:

P a description of the equipnent,
P t he equi pnent nunber,
P serial nunber,
P gquantity, and
P responsi bl e cost center nunber.
. Any di screpanci es discovered are to be reported as

outlined in Section 17. Once the inventory is conplete
and adjustnents noted, the new enployee is to sign the
list containing a statenent verifying the list’s
accuracy and assum ng formal accountability.

. A copy of the signed list is to be forwarded to the
Busi ness O fice where the Master Assets Record is to be
updated to reflect the change.

. If the inventory has been taken by soneone other than
t he new enpl oyee, that person is to sign the |ist
acknow edging its accuracy.

. Upon assum ng his or her duties, the new enployee is to
be given the list of itens for which he or she is
responsi bl e and nust have an opportunity to inspect the
i tens.
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. After that review, the new enployee is to sign a
statenment verifying the list’s accuracy and assum ng
accountability for the items. The signed statenent is
to be forwarded to the Business Ofice where the change
of custodian is to be nade to the Master Assets Record.

17. PHYSI CAL | NVENTORI ES PROCEDURES. The AW (I&E)/SO is to
assign an enpl oyee(s) to take the required physical inventory of
MEE and sensitive equipnent. For internal control purposes,

enpl oyees participating in physical inventories nmust not be the
sanme individuals who are responsi ble for such equi pnent;

however, these personnel may assist in |locating, identifying and
reconciling the physical inventory. Neither are the enpl oyees on
the inventory teamto have responsibility for the record keeping
process.

Before actually taking the inventory, Business Ofice staff are
to prepare a list generated fromMIlenniumto be given to the
person taking the inventory indicating:

the type of equipnent,
equi pnent nunber,

serial nunber,

gquantity, and
responsi bl e cost center.

The enpl oyee, acconpani ed by the individual assigned
responsibility for the equi pnment, nust then performthe
fol | ow ng:

a. Inspect each itemat a location and check off the item on
the |ist as encountered. Itens are to be | ocated and
cross-referenced to the |ist. If an itemis not on the list, a

menber of the inventory teamis to note:

the type of machi nery/equi pnment,
t he FPI equi pnent nunber,

t he serial nunber,

the quantity, and

the |l ocation of the equipnent.

At this time an attenpt is to be nade to | ocate any itens on
the list which have not been found. |If the itemlocation differs
fromthat on the |ist, deviations are to be noted. Any other
types of discrepancies are also to be listed on the exception
list. This step is to be perfornmed at each | ocation where M&E
are | ocat ed.
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b. After the fixed assets’ physical inspection is conplete,
t he enpl oyee(s) nust conpare the results per the original Iist of
assets and the exception |list to the Master Assets Record. Al
differences are to be noted and incorporated into a witten
report and forwarded to:

« the AWI &E)/ SO,
e Factory Manager, and
* Busi ness Manager

c. The Factory Manager nust investigate any discrepancies with
t he enpl oyee assigned the responsibility for the mssing fixed
assets, and forward a witten explanation for all deviations to
the AWI&E)/SAO wthin tw weeks.

d. Upon receiving the Factory Manager's report, the
AW I &)/ SO nust appoint a Board of Survey to:

. review the Factory Manager's response,
. recommend actions to be taken, and
. oversee the inplenentations of those recomended acti ons.

e. The AWI&E)/SA must forward to the Business Manager the
Report of Survey (if applicable), and any supporting
docunentation along with a witten list of the necessary
adj ustnents. Then, the Business Manager or designee is to adjust
the Master Assets Record accordingly. Any adjustnents nust
reference the appropriate Report of Survey nunber.

f. Annual equipnment inventories are to be conpleted using the
Physi cal Inventory List by Cost Center fromMIlennium A signed
copy of the report is to be mailed to the appropriate Field
Fi nancial Adm nistrator in FMB and a copy with supporting
docunentation kept on file at the location for three years or
until the next programreview, whichever is |ater.

/sl
Kat hl een Hawk Sawyer
Director



